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ABSTRACT 

' Cosserclal broadcasting seeks to^saxisiz* profit by 
deve;iOping r strong position in the sarketplace and by attracting the 
audiences advertisers are likely to pay the soa^t to reach^ ^ 
Broadcastl^o also serves many societal function's: it cells products, 
serves as'^^cator and babysitter, and entertiilns and liedates,. "More 
people will, be served by broadcasting where, as a ^systes, it is 
diverse and suppliA the audience with sany choices* Th6 structure of 
broadcasting in the Onlted sta-tes is shaped by the regulatory 
environaent in which it operates, durrently, this envlronient 

an<?Xudes regular renewal hearings at which stations aay be required 
to provide sope> indieation that their operatidns are In the public 
interest^* Sose regulatory alternatives to current regulations ntfw 
iDeing c6nsidered> would extend the teras of licenses for radio and 
television, loosen ownership Halts, reduce content regulation, and - 
raise license fees. An alternative proposal to use regulations and 
fees to increase diversity includes encouraging technology to aake 
use of narrower bands, subsldlxing socl^aliy desirable pxjograa 

^categories, encouraging diversity in ownership, helping fund 
alternative progran production, sources, and providing guaranteed 
insulated funding for noncoaaercial broadcast stations and production 
centers^ (TJ) , ^ ' 
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• Comniercikl broadcasting in America served a multitude 
of audiences 6nd purposes. It exists to make broadcasters 
money, but it is^s than that. llndc^d, Secretary of 
Commerce Herbert Hoover noted i - 
^ Radio communication is not to be considered as' merely 

a business carried on for private gain, for private 
acjvertisement, or for ejitertainment of the curious. I 
is a public cbncern impressed with thf public trust 
and to be considered primarily from the standpoint of 
public interest, 
Broadcasting provides the public with information and 
entertainment. Serving the public and turning a profit are 
often two distinct functions, functions that are often at 
odds with each other. That beitig the case, it is difficult 
to operationally identify .or.;define the "best" broadcast 
system. Yet isr is presumably the "besf that is the goal 
of any scheme of broadcast regulation. 

Kfter a brief look at the roles and goals commercial * 

* ( • .. . . 

broadcasting is expected to fulfill, attention will q^e 

turned to the - regulatory structure that largely shapes 

broadcasting in AmeVica. • Its costs and benefits, along with 

*costs^and benefits of alternat ive-r^gulatory options will 

V " ^ I ) 

be examined in an effort to arrive kt modifications in 

the regulatory structure that employs the broadcasters* 

■ 

profit motives to encourage public interest behavior by 
the broadcaster» ' > 



BrpadcaBtinii: For The Broadcaster 
The Americai;! eystein of- bi-oadcasting is piUmarily • 
Commercially based. ^ ^here is nothing inherent to broad- ' 
casting that dictateB a commercially based system. Indeed, 
the American system is unique in its reliance on ^commercial 
supp(#t. - Commercial broadcast stations' are owned primarily 
, by corporations and ifidividuald seeking to make a profit 
from their investments. The licensee's prof it-^maximizing 
behavior manifests itself in several predibtable directions. 

Broadcasters .Positioning In The Marketplace [ 

A strong 'position in the marketplace is important. to 
* entrepreneurs ^regardless of whether or not they are in 

broadcasting. ' It is of >Si-ticular significance in broadcasting 
. because the market is a^nd has been limited or finite. This ^ 
feature is more important in broadcasting than in other 
markets.. For^.e^pO^, a shoe store could double in size 
and choose to remain open 2^ hours .a day. seven days a week, ' 
without "physically preempting another shoe store from opening . 
.in^the same tow i. Because only one broacjicast ^station may 
be on the air on any particular (or adjacent) frequency 
^ at any one location and time, and be^jause the number, of' 

available frequencies is strictly limited, the existeno^ * 
of one broadcast statiop on , the air precludes ahother. A'n<J 
since' the broadcaster pays no ".rent", for the use of the 
broadcast frequency, he has an incentive' to. use as much 
/.frequency gpace for as long a period as possible. It was / ' 
this 8^(J:uation that led to the acquisition by AaM. radio 
licensees of i^o-located F.M. channels on which they so often. 
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broadcast tfie same programming^ carried on their A.IV1# channel. 
Similarly, daytime^-^only A.M. stations generally seek authority 
to broadcast at night, low ^ower stations seek highfer' 
power, and clefar channe-1 stations ,3eek retentiion of their 
dominant frequency and power allocations. Even where there ^re ^ 
some costs involved in inc^reaaing coverage area/time (such 
as the added expense of more staff, boosters and translaters, 
r satellite equiptment, etc .), many broadcasters opt for increasing 
their use of the spectrum. Predictably! existing broadcasters 
have also opposed innovations that would result in an: increase 
in the number" of signals available to the public.^ 

y. ■ ' 

Broadcasters Search For P^fits 

Commercial broadcasting is in the business of selling 
audiences to a^dvertisers. Given channel time, location, and 
power restrictions, >3tatiqns can. increase their profits by ■ 
most effectively spending their resources to get and sell 
the desired audience. In terms of -maximizing prdfits, 
tHere is pressure to attract the types of audience ardvertisers 
will pay the most for with programming that costs the least 
per sought audience memher delivered. ••Normally, the largest 
single operating cost of any station is for salaries and wages. . 
The program department usually is the most expensive station 
unit in terms of salaries, wages and benefits." There is 
economic pressure tdj^avoid spending mohey on programming that 
doesn't maximize profits. Programs that attract small or 
undesired audiences canYiot, often be justified *on a revenue 
•generating basis. Expensive locally produced programs that 

* 

attract large and desired. audiences may not be ac cost effective 

• ■ ■■ ■■ .: 5 ■ .. ■ ■ ■ ■ • 
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as (and thus may be replaced by) network, syndicated, or 

autoirfated programs "that cost the broajicaster less to air. 

As a means of reducing expenses, broac^casters may 

. attempt to keep administrative .costs to a minimiim, "eliminating 

those not related to the statlnn's financial well being. 

Broadcasters, who are willing to spend money collecting audience 

preference data, might not choose tdV o^mally ascertain the 

community's needs. J^or are there strong economic justifications 

for keeping public inspection records and files,' complying 

with affirmative action programs filling out increasingly 

complex and demanding license renewal forms, or avoiding 

the economies offered [by joint or conglomerate ownership'. 

Nevertheless, it can still be rational for profit-seeking 

broadcasters to take some actions that are less than profit 

maximizing if su(^h aqtions increase the security of the 

broadcaster* s' license to operate. 

It must also be noted that not every profit-seeking 

broadcaster is' in the bi^oa^cast business pui^ely to maximize 

profits. As with any business', broadcasting and the reasons 

for entering broadcasting are complex and cannot fairly^ be . 

judged simply on the basis of ecohomics. 

, * . 

Broadcasting For The Societv 
V * broadcasting 'serves many socital functions. It h61ps 
^seai products and lifestyles. It serves as a babysitter and 
an educator. It entertain^ ^and it sedates. Broadcasting is 
a mass medium capable of reaching nearly every home in 
America -siijultaneously. Never before were so many Americans 
able 'to share so many of t^e same man-made experiences^as is 
possible now with broadcasting. 

6 




^ The )l^tions that we -use the bi oadcast media, for so' many > 
dlfferent^u^-poses , that there are so many different individuals 
with different needs/expectations of the- broadcast media, and 
that this society is generally thought to be supportive of 
pluralistic ioterests, support the contehtion that broad- 
casting 'can best serve society by recognizing not only^ the- 
common links. among Americans, but the distinguishing 
. .factors as well, andjj^^erving the various sub-group and 
individual^ needs. In other words, a successful bros^dcast 

^ system in America is a relevant communications system. 

^' 

Relevant in thktjthe content of the mediun? fulfills the needs 
of tWe individuals attending broadcast statiorts. And be- 
cause our need.s are bound to be tempered by out backgrounds, 
our place in time, and our location, a diverse set' of choices 
on broa^^st stations can b6st meet the medium's potential to 
serve society. That being the c&se, society would /be well 

* . ' \ 
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serVed by a multitude of broadcast stations, carrying a wide 
array bf voi\^e^ and- content. If the American society supports 

I 

the concept of soeiajL and cultural pluralism, broadc^stifig can. 
maximize public good by providing programs relevant to large 
numbers of sub-populations. In addition, a broadcast system 
designed to carry a wiSe array of voices would serve society 
better than one carrying a more limited number of voices. 

More people will be. served by broadcasting . where 
broadcasting as a system is diverse and supplies the audience, 
with many program choices. Diviersity can be justified ori 
social'-philos.ophical grounds. It can also be shown to be 
the popular choice of Amedfcoans. Diversity is what the majority 

* T . 

of American Aomes are buying wlien given the opp6rtunity 'to 



subscribe to cable television, by purchasing" F.M . ' x*adios 

■r 

to supplement their A.M. radio service, etc. I 

The Structure of American Commercial BrQadcasting 

The structure oX" the media has a large impact.-on^ the 
content of the media, and broadcasting's structure is 
fundamentally shaped by the regul*^itory environment it operates 
in. Reg^ulation in America is particularly useful when it 
protects the public from the machinations of an imperfect 
marlcetplace ahd- when it srmulate^s marketplace pressures to 
encourage a m,ore sensitive marketplace. Indeed, the Federal 
Communications Commission was established 

Cf]or the purpose of regulating interstate and foreign 
commerce in communication by wire and. radio so as to 
■ make available, so far as possible, to all the people 
of the United States a rapid, efficient. Nation-wide, 
and world-wide . • . comftiunicati'on service . . . 
The Commission was also charged with the responsibility for 
"generally encouragl^ing] the larger and more effective use of 
radio in the public interest." 

The 193^ CoTnmunications Act, which provid'es the essential 

V 

framework for broadcast regulation in the UvS. today and 
which closely mirrored the I927 Radio Act, established a 
system of non- government broadcasting which is privately 
owned though uses (without any ownership ^rights or rertel fee^) ' 
a limited public resource! the electromagnetic spectrum. Broad- 
-cast licenses^ which are good foi» three years and are renewable, 
are allocated in such i^ay as to define broadpasting primarily 
as a local service^. •Licensees are responsible for whajb is aired 



on their atations and generaJJy h?Hv.e the power to grant of 

4 - 4 
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deny access, to individuals and issues. While regulations suqh 
as . the i960 Programming Policy Statement provide some indication 
a.9 to the kinds of programming the FCC deems appropriate , with 
the exception of the Fairness Dootrine and the "Facilities , 
for carfdidatee for public of f ice" ' section of > the Communications 
Act, broadcasters are free to air or exclude whdtpver they 
want. Still, broadcasters aj^e considered public trustees and / 
may be required to show that ' the operations of their stations 
are in thte^public interest.^ The FCC dges'not moniter broadcast 
content; rather it relies on complaints from the public o"r 
other broadc.astefs and the broadcasters' own reqords to 
•point out' possible violations Of Commission rules and regulations. 

. The American broadcast system is a comple;ff one made '\xr> 
of large corporate absentee broadcasters as well as small 
individually -♦owned st'atinns, operating in a fairly stable^, ' 
but sometimes threaten>ng environment.; There are over eight 
thousand commercial broadcast statio'l^s f !but little difference * 
in the programming from one to a^notherf. With . stations licensed 
to even small towns, there*^ is much opportunity for localism, 
but ^ few economic inaentives to encourage it. The cost of 
that largely unused opportunity is the loss of the potential ^ 
abundance of receivable stations.^ While the public 4vds 
limited opportunities to influence the selection of licensees 
and their rei^ewals, the process!' is a lengthy, expensive one 
accompanied- by little or no economic benefits. ' 



We are left with a highl:^ .engaging mass" communication 




system grounded .in two diffe^^t and sometimes contrary ' 
reasons for beingt profit-making and serving the public. 
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intei^est. These different ^geals and the regqiations designed 
to strike some balance between them can be the cause of 

r 

frustration to thoBe participating (*or wishing to, participate ) 

in the- American bi:oadcast system. '^-^ The regulatory environ- 

went and reward system are somewhat " contrived and inefficient. 

They structurally encourage prolonged, /ielayed expensive 

stop-gap compromises. This need not be the case. The situation 

can be improved by modifying or redesigning" the system 

(as much as" possible) stpuctUrally encourage the development 

of broadcasting as the society would like to define it. For 

the sake of examination, 1 suggest society's definition bf 

the "best" broadcast system be dentered around the'^ncept of 

12 * "» / * . 

-diversity, and broadcasters' interests as profit maximization' 

and stability.,, It might also be society's blast interest 

to have -the consumers of the spectrum resource, the broadcasters, 

pay some fee for their use- of the s.pectrum. With these 

considerations in mind, an examination of recent proposed' 

broadcast regulatory changes is in order. "^-^ 



Broadcast Regulat ory Alt ernatives 
License Terms - ' V ' 

• ' ' • - .] ' 

Air of the House and Senate"* bills"^^ would extend 
radio station licenses- from their current three years to 
an "indefinite" pe^d of time. The House bills would 
lengthen television license terms to five years* allow two 



\ 



consecutive renewals, and then make television license terms V 



-""indefinite- as well. S. .611 would lengthen television 'license 
-terms to five years, s/ 622 would keep the t^ree year 
term for television licenses in' the largest -.TlwMy five ' ^ 
markets, extend it to four years in markets 26-100, and five ' 
years in .smaller markets. in all- cases, licenses' would be . 
subject: to, revocation in extreme situations( as is now the case). 

Unless the FCC markedj^ changed it^* record of* inter- ■ 
vention in mid-license period, broa'dcasters would find longer 
(or indefinite )iiceVises meaning lower regulation-related ' 
expenses and greater security. Broadcasters would" be freer 
• to take the revenue saved from admisitrative costs ^'s 
additional profits or plow them . back into more expensive ' ' 
programming. Unless the broadcaster had not already been 

\ ■ ■ * 

profit maximizing by airing the most profitable programming 
possible, putting the s^ved money into programming would be 
counterproductive^ Rathe'^ than put more money into, programming ^ 
it is likely that broadcasters, feeling insulated from • 
governemnt interference , would reduce the amount of programming . 
that did not serve directly to maximize profits. 

The publ^woild have less opportunity tkarl^s presently • 
the. case to review licensees' renewal applications. Potential 

t 

/ 

broadcasters wishing- to air more diverse programming ' 
than might currently be available would have a much more 



dijfifl-iuJ^t.'^lme • b"6t#iMng "'^f^Mc'eme -in the "communities 

' • •'•Tr,"'* ' ■' ^ ^ ■ ■ ■ ' ■ " 

where ail ^the'-'ich^i^neiisr 'a.!^^ ]t)^.iJig uaed. The economio- incentive 
for- the broadcaster ,'''arf5*-'the diversity ' interests of 



society,, do not become consonant wit)?: -Jh0 v^dvcnt . of 16ng0r 
' license terms. , ' . 

. Renewal Standards and Procedures . . ' . 

There are no renewal standards fQi^ ^"adio stations in any 
of the bili^ because radio station licenses would not expire. 
During t^e ten years before television^ licenses would become 
indefinite term licneses in the House bills, there would be 
no^^comparative hearings. • The Commission would have to 
revoke the incumbant's lifcense before it could consider 

■ ■ ^ 

v., 

another application for that frequency., If that were to 
happen, or if ther'^e were to be a vacant channel, and more 
than one potential licensee were to apply for that channel, 
. the Commission would have to choose the new licensee by , 

a process of random selection. S. 611 does not mandate any 

'' . ■ ■ ♦ . 

'changes in the present renew^al system for television except 

I 

to preclude Commissipn consideration of media holdings of the 
V renewal applicant. S. 622 calls for the Commission, t'o de- ' 
termine whether a television license renewal applicant 
^substantially met the problemeV needs, and inter^ts 

* ' »* 

of the residents of its serf^^g, area i,n, its program ser^Yicpj 
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' and (2) whether. tJie operation jif ^he station has not 
been <;haracterized by^erio\fs def icierieies.- If the 

^. . . ' • ^ • ^ .. 

- Comrtission makes such findings thp >enewat shall be 
15 

gi^anted." 

' If the renewal applicant is n^et witW ^ competing application, 

the Coitanission could terminate tlj^e conlparati-ve process and 

■ ' - ■ . ^ - — \ ^ ■ - 

renew the license upon finding the incumbant has met the 
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renewal criteria (regardless^ of the promises made by the 

chal^nger) . ' ' " 

All ol* these revisions would increase the .security of. 
the broadcast licensee. None are designed to encourage 
greater diversity or access, and becajase diversity and access 
may not be in the broadcasters' best interest, they may 

be less likely than now to meet those concerns khowing their 

^ " . .. 

■ ■ f 
licerees are secure. 

• ■ ' ■ . ■» 

Ownership Limits ' . n 

■ * 

■w. ^ ^ 

H.R. 13015 would have limited broadcast station owners . 
' to one station per market, H.R. allows one p^arty to 

own one AMV!. , one F.M. , and one television station in any 
one iftarket. 'H.R. 13015 woiii|fe^^ei^ ^ 
maximum of five radio stations and five television stations 
( of which no more than three TV /stitiohs , could have lieen in 
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the top fifty markGtB)-^ ,H.R. 3333 does not limit the^number 
, of radio stations one owner may own, afid allows seven 

television statibus (regardless of mafKet size) per* owner.. 
' The Sen^fte bills would make no changes ip the present regulati 
The removal of radio ownership limits "and the loosening 
of television ownership limits suggested by H.R. 3333 fly in 
the face of diversity. 

Content Regulation ^ * 

All of the H^ouse and Senate bills (except S. 6II) and 
the FOG'S Notice of Inquiry on deregulation of radio, 
a|)pear to remov^ some or most program regulation facing 
broadcasters. The result would be less Commission-directed 
paperwork for the licensees. In addition there would be 

^|ss leverage for citiVen groups (or other non- broadcasters) 
to use in orderjto g^ access to the broadcast media or less 

profitable programming aired. License challengers would 

have* less to Wse their challenges on. . 

Deregulating broadcasting would make the jobs of the 

Commission and broadcasters easier, but would do nothing 

tp' promote Jr ensure /broadcast diversity or easier access. > 

Lic^neeiB Fees . 

♦ ■ . 

Each pf the bills pr/)videe for fees to be c pile c ted from 
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broadcasters. The HoXise bins would attet;npt to incorporate 

. • ' , ■ . \ ^ . ■ / 

into these f«es a function of what 1^he use of th^ public 
8pect;-\jm Woiil^ be worth. 'The" Senate bi^lg woujld base fe^s* 

., * • ' * • ^ . 

on the cost of regulating broadcasters. 
^ vThe ad^dition of substantial fees, in and^of themselves, 

would run counter to broa.dcasters' attempts to profit 
maximize. • While H.R. I3OI5 would have used part 6f the 
revenue from the fees to suppor.t public broadcasting, rural 
and miAority owrgied telecommunicatinn systems, and thus 
could be considered to aid diversity and access, none of the 
more recent bills earmark the fee revenue for specific 
uses (other than paying fdr .the cost of regulation). Such 
general and undirected fees would not, in and of themselves, ^ 
further the social goals relating to broadcasting. ^ 

< ■ >* 

A Proposal 

A major problem with the existing and proposed broadcast 
regulations is thaljbroadcasters , in order to meet society»s 
goals, often have to do the antithesis of what "they would • 
normally do to profit maximize ; This need not always, be the , 
case, fhere are ways to regulate broadtasting so that it will 
be in the broadcasters*^ economic interest to support 
behaviors/that will lead to greater diversity. ' 



A&8uining an equitable base epectrum' fee could be devised 
to* reflect the value of the spectrum space each broadcaster 
uses, it is possible to build, into that fee a fl'e:xibility 
designed to. ^^ecognize and encourage socially desirable behavioi 
• Qn the p^rt (5f the broadcasters. Examples of such fee 
structure components are discussed below. . 
(a) Fees could be based, at least in part, on the percentage' 
of local U8al:?le spectrum space a broaddaster uses. This 
. would provide an economic incentive for broadcasters to 
encourage and use technology that would Vnake it possible f6r 
them to broadcast using "narrower bands of the spectrum 
thus resulting In more frequencies being available for 
broadcast use. ^ - ^ 

<i Ty-^---^—-- 

Presently, most broadcasters have afe economic 

incentive to use . as much of the spectrumi'ks ^;hey can. The 

1 



wider their spectrum band, the less precise (and perhaps 
less expensive) their transmitting equipment must be, and 

.1 V • 

more importantly, the less room there is for c\^petition 

from additional spectrum users. Along the same lines, 

with a percent-of-spectrUm/\fee , ther.^ would suddenly be 

some incentive for existing broadcasters to support" 

(or at least be less likely to oppose) research and development 



efforts deqigned to find w^ys of making heretofor unusable 
portions of the spectrum usable for broadcasting. Oivenj^h 
a ^ee structure, broadcasters might weU, for the firdt tfitie/- 
. be in the position of .f avori,ng policies that would tend to 
increase the number of broadcast outlets. Inasmuch as policy- 
making is a political process, Support by the regulated industry 
would do much to enhance the prospects of pro-compe titive 
policiea seeing fruition. ^ Additional competition could do' 
much to give the public(s) more programming aO^ternatives 
thereby 8ati8l|y.ng diverse audience tastes without the FCC 
having to impose cumbers oipe programming regulations thgtt 

iftight begin to impinge on the "First Amendment. 

, y — O ^ ' « ■ - *^ 

(b) If a parjticuTar type of particularly expensive tor less } 

profitable) program category was deemed to be socially 

desirable, the spectrum fee for an individual broadcaster 

could decrease as the amount of such programing increased 

(measured in airtime or revenue spenit' on such programming) * 

S 

The broadcaster would ultimately have the choice to take 
advantage of the . incentive or" not. Such a scheme would make 
socially desirable programming that might normally be less 
profitable than the lowest cominon denominaitor masB appeal 
net\*«rk/syndicated programming more jeconomicaHy competitive. 
A Binilar formula might be eataUi^d \o encourage a pro6ramn.lhg 



typ^ that is deficient in a particular, market. If thef'e were 
n6 classical gr jazz music program^ on rad^.o stations yiih a « 
particular market, for example (presumably because other format* 
"or programs would be more prof itable) ^ the firdt broadcaster 

^ . ■ » 

to air such prograpimi^ng could get a reduction in'the spectrum 
fee which wpuld offset the lower profits such programming 
would produce. (Note that the formula does not presume any 
one type of program is inherently better or more socially 
desirable than another, it is simpiy designed to encourage 
diversity, ) . . • . 

(c) To encourage diversity in the ownership and control of 
broadcast outlets available to listene]^^,,^ stations agreeing to 
share time on pne frequency could get significant fee reductions 
(regardless of what the licensee did on the aii^) . 

■ * * - # - 

While each of the fee structures memtioned here 

operate differently, each is administratively possible and 

could (in combination with others or not) substantially ' 

m 

contribute to'^^l^^oadcast diversity and enji'ance the broadj^st 
marketplace ^thereby haying a secondary effect of lessening 
the need for FCC programming regulation. 

Using the Spectrum Fee Revenues ' }^ - ■ ' 

Broadcast spectrum fee revenue could be us^n to support 



• diversity. In that way, nof only^could the fee etructure b« 
• ; dedigened to. encourage divereny. but the r^ver^u^g could also 
' be- used to sujpport pilfeic welfare^ in line with the overall / 
go^l ot diversity: While^it would be important that the . - 
fee revenue9"^not be split so many ways as to become Incapable" 
o^f making any major contribptions , the fee revenues might 
g6 to supporir dny or all of the following. types of endeavors, 
(a) Support research attempts to support the technical cap- 
ability to use the spectrum more efficiently (by allowing 
smaller band widths fjr individual stations, increasing the 

J 

range of usable spectrum, more accurately directionalizing 
broadcast signals, etc.). More efficient use of the spectrum 
'.might lead to more stations being available to listeners, and 

more stations being available' in the marketplace would tend 

to enhance the pressure for program diversity. 

(b) Lower interconnect transmission rates particularly 
for regional or specialized networks either wi^h subsidies or " 
by helping to develop technology that would lend itself to 
lower transmission costs. Additional ease in specialized 

networking would ipake it more feasible to do and distribute^ 

limited appeal programming profitably. 

^ * 

(c) Help. fund alternative programming production sources. 
This might be aUoinjplished by making available low-iritereet 
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Ivans- t.o burg,)oning production haueee, or through arts grants 
admiftietered by.^n nat^onal endowment council. A condition 
Of such a loanA^r grant could be that , the resulting .program, 
be either a non-profit venture (which'would be sold to* 
stations or sponsors at a low cost^ or a sustainiib^ program 
(given free to stations which would not be permitted to insert 
commercial adversitements in the progra^m^ thereby avoiding the 
pressure -Cb do programming that meets advei-tisers' needs), 
(d) . Help fund diversification of broadcast station ownersh^ip 
and management. Women, mi^rity ..non-media pwners,' or other 
euch groups could qualify, to receive low-interest loa^s/grantg 
for the purchase of a sirigle broadcast outlet." , Funds might - 
similarly be- made available to help support ^anagement 
training programs or scholarships to ,help those traditionally 
excluded from management positions .to receive the training ' " 
necessary to successfully move into management, 
(e) Non-commercial broadcast station J, production centers, 
and/or distibution functinns could benefit from the fee ' 

' i ^ 

' r 

\ > * 

revenues^ which could serve as the guaranteed," 
Insulated funding public broadcasting lias been lacking.- 
Both the number and quality of stations and programs comd 
increase as a result of 'such financial help, and because 

\ , ■ ' ' 

non-commercial broadcasting should not have .to concern 



/ 



itaelf with pleasing advertisers or drawing large audiences of ' 
the. type advertisers find desirable, ^I^ramming could be 
innovative, experimental, and differertt from that offered on" 
commercial statidns. ' . 

(f) Finally, when license or spectrum fees ^haye been discussed 
or considered in the past, those in goverrjment considering the 
issue have generally suggested using 'all or most of the fee - 
revenues to 1^^^ expense ' of regulating broadcasting 

f^)r4he FCq in full or in part). While such a ' 
use of the revenue ..might be politically sagacious, it would do 
nothing to foster the goal ^of diversity. Due to the high 
costs involved in broadcasting (particularly televi^n) , 
speH^ing an^f the fee revenue to support the FCC rather 'than . » 

to support the types of things discussed here would be tantamount 

/ " : 

to abandoning the concepj of using the fee structure and - 
reve.r)ue6 to seriously encourage broadcast diversity. ' 

Comments ' ' 

It is not difficult to^rfpesee some objections being 
made to the market-manipulating fee . ^trubtures suggested in 
this proposal. Some critics may suggest that such fee formulae 
would inhibit broadcasters' freedoms. This is a falacious / 
argument. Wone of the structures requires broadcasters to 
do anything different Jthan they might otherwise do. All enaourage 



^ an<l »^cognize broadcastsre- efforts at profit maximization. • 
• The exlBting^structurte of broadcaeting, as set up by the ' 
government, is far from a fr^e or competitive marKet,.* nor 
is it generally open for entry by aew participants. In the 

X 

present system (wi^ the limited number of channels available ), v \ 
broadcasters have a government- sanctioned economic incentivet,.|^^. 
^albeit perhaps an unintentional one — to. air mass appeal 
lowest common denominator programming. " The fee structures 
discussed here would merely modify thei existing artificially 
imposed economic incentives to encourage greater diversity . ~ 
while giving the broadcater more freedom "to run his business ' 
as he sees fit. 

Bto^dcAster^ ehouldtpay for the spectrum resource they . 
-use. It is important that whatever form of payment is 
adopted, its structure and revenues be used to further encourage 
. a more full and satisfying broad3ast system for the American -p^ple". 
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:{ FOOTOOl liS 

^,S. Congress. House of Reprj^^.fentatives . Committed oii Merchant 
Marine and Fisheries. Regulation of Radio C oAnicafcjb n. . He^xjinRs on 
H.^. 7357. 48th Cong., pTio.. - ' ~~~ J ^ 

2 • " ... 

As of August 3i; 19^9, ' 76^0 of .8613 radio st^dkotis, .«n0 v732- V 
of 982 television stations licens^4. in the ,.U>§... werjtrcorifcneBctal ^ ^ ^ .'2 
stations, "for the record," Bi;oadct>sel|hp; , October ;^/'l^>9. pr71. 



3.**' 



TeliVision broadcfeaters^have .genitj|il^*oppQse'd, t^ of 
distant signals into their communities Vj^^-icable tel^l^^^ 
the suggestion that new television channels migfit bftl^^idoat^d to- 
, their area. ' ... , \ , .>,' ■[.■' ' 'j^r^^'-;^^. • . / ■ 

iJard L-; Quaal and Jannes/A, firown. Br oadens F ^fa^^ afefenien t , C2tl. ed.j ' 
New Yorki Hastings House, 1976?) p. 270. 7" 

. '. - u " ■ 

^ \.S., Communications Act of 193^1, Public Law 416, 73d Cong., iune 19, 
1934, Title I, Sec. it • ^ 

" : : . . ■ ^ - .r ' ■ .. 

Id., Title III, Sec. 303 (g). \ i, 

7v. • " . . •" . ■ , 

If.C.C, ••Report and Statement of Policy J^e. Commission en banc 
Programming Inquiry," 44 FCC 2303 (1960). 

. ^Thls is not necessarily an easy task. Operationally, the public 
Interest can be considered to be represented by Court and Comniilsslon 
rules and findings. Title 47 of the Code of Federal R^^iJlations, 
which includes the Commission's regulation? pertaiiaing:^t|t telfecoiran^ 
has significantly grown in size in recent years. Note that In Citizens > 
Committee to Sc^^ve WEFM v. FCC. 506 F. 2d'. 246 ,(DCC reh. eivi^fc, 1974)^ - 
tJje U.S. Court of Appeals equated ••diversity" with "serving Ihe public 
Interest because It serves more of the puil^c'^^nd thus irtust bfe considered 
by the TO in making itg public lnt«^| fi^^in^s, • ;f. . ' 

Roger G. Noll, Merton J. Peck, and John J. McGowan, Ebonomlc^ 
Aspefei^t^ of TelevislAi Regulation (Washington, D.C.; Broollngs Institution,- 
1973), Chapter 4. ^ ^ y % ^ 

The average American home ha? the^^lelevlslon set turned on for 
over six hours a day. Nearly every American liome has radio and television 
sets, "a short course In broadcasting - 1979,) Broadcastitng Yearbook 1979 
(Wahlngton, D.C.t Broadcasting Publications, ^979), p. A-2, 

- , * ,, ' .. 

It Isn't even clear who broadcasters*^^ legally obligiat^d to 
serve firsts their owners or the public. Media critic iSarry SHorhla notes 
that courts have held that a "business corporation.^ created tp operate for 
profit, must serve Its stockholdeirs first |«id the iltibiic only secondarily.*' 
Harry J. Skomli^, . Television and Society (New Yorki McGraw Hill. 1965), p. 18. 
On the other hand, broadcasters are Obligated to air opposinis sides of 
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contxoversUl issuea th#y present? regardless of the ability or «l4linKness 

> hn^h t-^^S''*^^-^?^ a goal' has-been espoused- Qf^en. This could include- 

th! ^ r;r' '° "^^^^^ ^^^"^ •"^"y ^liverse choices aAd/or 

. the ability of diverse groups to get access to the air to "speak." 
bee note 8, supra ♦ ^ 



In addl^iljivltd general' comments and observations, proposed 
?^m/^Sm^^ discussed will be those introduced in" 

a579)f s '611^^1:' (^978), H R. 3333, 96th Cong., 1st Sess. 

^o;oVV' 1^;^^ Sess. (1979), S. 622, 96th Cong.,-ast 

Sess. (1979),; a^^^^C^ 'fjotice of Inqi:dry and Proposed Rulemaking/ 
Deregulation of ^adio/r^^^ Fed. Reg.. 57,636 - 57,723 (1979). 



See note iJ, sujprA. 

S. 622, Sec. 3l2 (c), note 13, supra. 

16 ^ 

For an excellent discussion of broadcast policymaking, seet 
Erwin G; Krasnow arid Lawrence D. Longley, The Politics of Broadcast 
Regulatian (2d. Ed.j New Yorki St. Martin's Press, 1978). 
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